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Abstract: 
 
Objectives The objective of this thesis is to determine the price of the gold by using 
some variables that are considered as the determinant factors. If the factors are 
significant then the model can be developed and give some benefits for the readers 
especially for investors. In addition, this thesis will also discuss about the advantages of 
holding gold and the hedging methods with the financial instruments. 
Method This research will take some variables that are considered as the determinant 
factors of gold price. The sample size for this thesis will be taken from 2002 to 2011. 
The data will be processed by Eviews7 using a Vector Autoregression model through 
some steps, which are correlation test, Unit root test and maximum length criteria test. 
Results The Vector Autoregression result concludes that the significant variables 
occurred in this study are Pound sterling value against US dollar value in time lag 1 and 
The Dow Jones in time lag 1. These 2 factors are affecting the changes in gold price in 
both ways. Dow Jones lag 1 moves along with the gold price, while GBP/USD in lag 1 
move inversely with the gold price. These two variables could explain the movement of 
the gold while the other variables were found insignificant to the gold price movement. 
Conclusion This research concludes that the VAR model can explain the price of gold 
and the factors that are believed as the determinant factors. The result also explained 
how significant of each variable to the dependent variable (Gold as dependent variable 
in this case). Moreover the finding explains the movement of each variable towards the 
gold price. The significant variables come from US variables. 
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